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THE EXTORT OF CATITAL

:

n

i

Its Effect on the Welfare of the Empire.

The Rt. Hon. sir EDGAR SPEYER, Bari

The Eight Hon. H. H. Asquith, K.C., M.P. (Prime

Minister), presided at a Dinner given by the Liberal

Colonial Club at the Princes’ Calleries, Piccadilly, W.,

on Wednesday, May 24th, 1911, to the Eight Hon.

Sir Edgar Speyer, Bart,, when the latter gentleman

read a Paper on “ The Export of Capital : Its effect

on the Welfare of the Empire.”

Among those present were :

—

Rt. Hon. H. H. Asquith, K.C.,

MR
Miss Asquith.

Lord Brassey, (LC.B.

Lord Farrer.

Lady Farrer.

Lord Furness.

Rt. Hon. Walter Runciman, M.P.

Rt. Hon. Sir Edgar Speyer, Bt.

Lady Speyer.

Rt. Hon. Sir Francis Mowatt,

G.C.B.

Rt. Hon. Sir West Ridgeway,

G.C.B.

Rt. Hon. Sir Algernon West,

G.C.B.

Rt. Hon. Russell Rea, M.P.

Mrs. Russell Rea.

Mrs. Alfred Emmott.

Hon. Charles N. Lawrence.

Hon. Lawrence Kay-Shuttleworth.

Hon. Rachel Kay-Shuttleworth.

Hon. Mrs. Bernard Mallet.

Lady Harcourt.

Lady Lewis.

Jonkheer Quarles van Ufford.

Sir Charles Rose, Bt., M.P.

Sir Albert Spicer, Bt., llkl.P.

Sir Alfred Mond, Bt., M.P.

Sir Herbert Raphael, Bt., M.P.

Lady Raphael.

Sir Alexander Lawrence, Bt.

Lady Lawrence.

Sir Felix Schuster, Bt.

Lady Schuster.

Sir Richard Paget, Bt.

Sir Robert Perks, Bt.

Sir Alexander Kleinwort, Bt.
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Sir O' ven Philipps, Bt.

Sir Jsmes Mackay, G.C.M.G.

Sir J(hn Horner, K.C.Y.O.

Lady Horner.

Sir Herbert Jekyll, K.C.B.

Hon. Sir T. W. Smart, K.C.M.G.

Sir E Dbert Hunter, C.B.

Sir P ercy Bunting.

Sir L E. Clegg.

Sir I; A'ing Courtenay.

Sir J )seph Jonas.

Sir G eorge Gibb.

Sir I dward Holden.

Sir i rthur L. Lever.

The liord Mayor of Manchester.

Mr. Eobert Armitage, M.P.

Mr. lowland Barran, M.P.

Mr. i. Cecil Beck, M.P.

Mrs. Beck.

Mr. !soel Buxton, M.P.

Mr. Donald Maclean, M.P.

Mrs. Donald Maclean.

Mr. sVilliam Pearce, M.P.

Mr. i. H. D. Steel-Maitland, M.P.

Mrs. Steel-Maitland.

Dir. E. Crawshay-Williams, M.P.

Hon E. E. Aucher Warner, K.C.

Mr. John Eoskill, K.C.

Mrs John Eoskill.

Mr. Laurence Currie.

Mrs Laurence Currie.

Mr. r. A. Coghlan (Agent General

for New South Wales).

Mrs Coghlan.

Mr. C. E. Mallet.

Mr. T. C. Abbott.

Mr. William Asch.

Mr. S. C. Atchley.

Mr. Walter T. Banks.

Mis! Bass.

Mr. E. L. Barcley.

Dr. M. J. Bach.

Mrs Barnett.

Mr. James B. Baillie.

Mr. G. E. Benson.

Mrs Benson.

Mr. C. E. Bisholf.

Mr. Max N. Bingen.

Mrs. Bingen.

Mr. J. S. Birkett.

Mrs. Birkett.

Mr. H. C. Blvth.

Miss Blyth.

Mr. John J. Blow.

Mr. Stopford W. Brooke.

Mr. H. W. Brown.

Mrs. Brown.

Mr. J. G. Broodbank.

Mr. Eobert Bridge.

Mr. L. Buxton.

Mr. Francis Buxton.

Mr. E. J. W. Byrne.

Mr. J. F. Carr.

Mr. H. T. Cadbury.

Mr. Cadbury.

Mrs. Cadbury.

Mr. W. S. Campbell.

Dir. Erskine Childers.

DIrs. Childers.

Dir. E. W. Chapin.

DIrs. E. DV. Chapin.

Dir. Eeuben Clarke.

DIr. E. G. Clayton.

Dir. T. E. Clougher.

DIr. John D. Coleridge.

DIr. Paul H. Coleridge.

DIr. E. T. Cook.

DIr. J. L. Colby.

DIr. A. B. K. Cook.

DIr. Ernest Collins.

DIr. W. DI. Crook.

DIr. N. G. Crompton.

DIr. B. F. Crosfield.

Mr. J. W. Cross.

DIr. G. Cunningham.

DIrs. Cunningham.

Mr. DI. Cheradame.

DIr. Hugh Dalton.

DIr. W. E. Davidson, C.M.G.

DIr. D. du B. Davidson.

DIr. A. H. J. Daniels.

Miss Dighy.

DIr. Eobert Donald. DIr. Eobert Isaac.

DIr. S. L. Dore. DIrs. Jardine.

Dr. S. E. Dore. DIr. A. G. James.

DIr. G. A. L. Dore. DIrs. James.

DIr. C. V. Durrell. DIr. N. G. B. James.

DIr. J. Bromley Eames. DIr. Joshua.

DIrs. J. Bromley Eames. DIrs. Joshua.

DIr. 0. H. Edinger. DIr. Arthur W. Kiddy.

Dr. T. W. Eden. DIr. Henry S. Lawrence.

Mr. Christian Ess. Dr. Lehfeldt.

DIrs. Henry Fawcett. DIrs. George Lewis.

Dr. J. S. Fairhairn. Dliss Lewis.

DIr. II . G. Farrant. DIr. W. H. Lever.

DIr. W. B. Forster Bovill. Mr. H. F. B. Lvnch.

DIr. E. D. Furse. DIr. G. A. Dlacmillan.

DIr. Eobert Fleming. DIrs. Dlacmillan.

Miss Agnes Garrett. DIr. W. E. F. Macmillan.

DIr. Colin DI. Gilray. DIr. F. E. DIaitland.

DIrs. Arnold Glover. DIr. James W. DIackinlav.

DIr. H. W. Goldberg. DIr. DV. E. DIandelick.

DIr. F. J. W. Greene. DIr. Bernard Mallet.

DIr. James Gray. Dliss DIarkham.

DIr. Hugh Gwyther. DIr. S. J. DIavrogordato.

Dr. B. Guttman. DIr. P. J. DIavrogordato.

DIr. F. Goodenough. Dir. A. J. DIavrogordato.

DIr. H. G. Hart. Mr. S. F. DIendl.

Mrs. Hart. DIrs. DIendl.

DIr. B. F. Hawksley. Mr. George Dletcalfe.

DIr. G. C. Haworth. Dr. E. 0. DIoon.

DIr. A. DI Hay. Mrs. DIoon.

DIr. Cecil Harris. Mr. J. W. DIolden.

DIr. Henry Harris. DIr. P. B. DIoodie.

DIr. Austin Harrison. DIr. Oswald Dlagniac.

DIr. Henry Heymann. Dr. Sidney Nathan.

Mr. F. W. Hirst. DIrs. Nathan.

Dliss Hirst. DIr. E. Nivison.

DIr. J. A. Hobson. DIr. Francis Ogilvy.

DIr. Alfred Hoare. Mr. Henry Oppenheimer.

DIr. E. J. Horniman. Mrs. Oppenheimer.

DIr. E. J. Horniman. Mr. E. L. Outhwaite.

Mr. A. E. G. Hulton. DIr. George Paish.

DIr. B. E. Hughes. Mr. W. A. Pemberton.

DIr. Eobert Hammond. DIr. E. E. Peacock.

Dliss Heinsius. Dir. Leslie Eadcliffe.

Mr. Norman E. Holden. DIr. L. J. Eedmayne.

DIr. W. H. Ingram. DIr. E. A. Eidsdale.
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Mrs. Ridsdale. Mr. C. H. Von Mvlius.
%

Mr. ] [, A. Roberts. Mr. J. Milton W'^atkins.

Major Guy St. Aubyn. Mr. Waddington.

Mrs. R. F. Scott. Mrs. Waddington.

Mr. ] I, Schmidt. Mr. Harry Wallace.

Mr. ] saac Seligman. Mr. J. Martin Wallace.

Mr. 1 lontagu Shearmaiij Junr. Mr. A. Taylor White.

^Ir. - 1. Hamel Smith. Mr. J. J. Withers.

Mr. r^ictor Hamel Smith. Mrs. Withers.

Mr. leckett Smith, Mr. Hartley Withers.

Mr. A. L. Sommerhoff. iMrs. Hartley Withers.

Mr. i>pokes. Mr. Alan Wilson.

Mrs. Spokes. Mr. J. Fischer Williams.

Mr. i. M. Steele. Mr. Basil Williams.

Mrs. Steele. Mr. Anthony Wilson.

^Ir. vVilfred Stokes. Mr. R. C. Woodhead.

]\Irs. Stokes. Mr. Robt. Woodward.

^Ir. i. Simon. Mr. H. Wooding.

Miss Meriol Talbot. Mr. E. Hilton Young.

.Mr. William Tavlor. Mr. A. E. Ziniir.ern.

Miss Ure.

After the Toast of the King, the Chairman called

upon Sir Edgar Speyer to read his Paper.

S; R Edgar Speyer : Mr. Asquith, my Lords, Ladies and

Gren demen, let me begin by saying that this is not a

polil ical speech—I have never made one. Moreover, its

sub] eet matter should not he treated as a party question.

I desire to put before this distinguished audience some

fact;; and considerations regarding the much discussed

question of Export of Capital and to try and dispel

soni) erroneous impressions which a superficial treat-

ment of this important subject has created.

Flippant Treatment of “Capital Exports” Question.

T^e are living in an age of catch words, sensational

heac lines invented for people either too busy or too

lazy to think or to read. It is a melancholy fact—we
must all be painfully aware of it—that our rushed

lives ' allow us little leisui’e to quietly think out many

7

questions for ourselves, and that by the nature of things

we can only acquire a very superficial idea of current

topics. Few questions have suffered more from this

kind of flippant or careless treatment than that of the

Export of Capital, and I therefore propose, with your

permission and indulgence, to consider with you what

is the effect on the welfare of the Empire of Colonial

and foreign investments
;
what is the substance

;
what

is the shadow of this so-called “ flight of capital ”

;

what is the—or is there any—ground for making a

fine distinction between, “ capital attracted and capital

driven abroad.’’ In doing this, I do not claim to

ndvance any new arguments or theories, but only to

put before you facts taught, and conclusions reached,

by experience and common sense.

“ Capital is leaving the Country.”

I will begin by attempting to lay one ghost which

haunts the imagination of many a good citizen—

a

formidable task. That ghost appears at many a feast,

and writes, like the unseen hand at Belshazzar’s

banquet, its Mene Tekel on the wall !
“ Capital is

leaving the country. The country is doomed ! Look

at the handwriting on the wall !
” And all the guests

tremble.

A common Fallacy explained.

Ladies and gentlemen, don’t be nervous or alarmed.

There is no ghost. Turn on the light of logic and

he is not there. It is a common fallacy to say

that this country is exporting its old Capital, and that

the large subscriptions to new issues do not represent

new savings. If you think this matter out you will

soon perceive that no country can invest old savings
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abroid. Of course a Mr. Brown can sell Home

Seer rities and invest the proceeds of the sale in

colonial or foreign securities, but, in order to be

enabled to do so, some other investor, Mr. Smith,

must purchase Mr. Brown’s Home Stocks. It follows

froEi this very obvious transaction that Mr. Brown’s

investment abroad represents the new savings of

Mr. Smith, who has bought the Home Securities from

him. It may be argued that if Mr. Smith were not

Mr. Smith but Herr Schmidt in Berlin that would

alter the case. So it would. But nohody who knows

anything about this subject would seriously maintain

tha ; British securities are held to any large extent

outiide Grreat Britain. Moreover, Herr Schmidt, in

ordsr to acquire English Stocks, would have to export

his Gierman Capital. It is quite imp(jssible for any

nation to invest old accumulations of Capital in other

cou otries. The savings of a nation become fixed

capital in the year in which the savings are made,

anc inasmuch as they are sunk in railway construction

or in houses or plant or property of any kind which

car not be moved they cannot he sent abroad. Of

con rse a nation can sell securities abroad—England

doesn’t—and export them as it were, but in that

event, as was the case with Herr Schmidt, Capital is

im' )orted hy the nation which soils the securities.

The so-called “flight of Capital” is therefore nothing

more than a “flight of imagination.” Take 1910.

Th ere can be no doubt that the large investments of

thit year are from new accumulations resulting from

the rapid increase in the wealth of Great Britain.

That a larger proportion of these savings has been

invested abroad is due to economic necessity. In the

tei years from 1894—1904 Great Britain raised an

«
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enormous sum for the Government, the municipalities,

the railways, the construction of houses, &c. It spent a

great deal of money on unproductive purposes
;
a very

large sum was spent on the Boer War. It did not

provide during that period Capital needed to increase

the world’s supplies of food and raw materials, as it

had done in former years, and the consequence was

that the supplies of these essentials in proportion to

the increasing demand became relatively defleient. An
unusually large investment of Capital was therefore

needed in order to restore the balance.

Expansion and Contraction of British Trade.

Expansion and contraction in British Trade are, to

a great extent, brought about by the British people

themselves. It depends on the amount of Capital

they have and are willing to invest, and the direction

in which they place it. Experience proves that the

exports of British manufactured goods expand whenever

foreign investments are made and contract when foreign

investments cease. In a paper which I had the honour

of reading at the Institute of Bankers in June, 1905, I

ventured to urge the active resumption of foreign invest-

ments and increased thrift which had fallen into disuse in

the preceding period of great extravagance.

Whatever the causes may have been, the fact is the

country since 1904 has again entered upon the road of

well considered economy and has invested largely in

Colonial and foreign securities. In 1905 the exports of

Capital were comparatively small, but in 1911 they are

of unprecedented proportions. Consequently our Foreign

Trade has grown by leaps and bounds, our commercial

enterprises have greatly modernised their methods,

general efficiency has been greater.
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Tlie result of this investment policy has been large

exports of manufactured goods, and considerable expan-

sion of imports of food stuffs and raw materials needed

for Gfreat Britain’s industries, while the import of

foreign manufactures has been checked.

British Industries not Stinted.

L^st I be misunderstood, let me state clearly that

1 do not advocate foreign investments in preference to

and substitution of Home Investments. What I claim

is that foreign investments assist home investments

in those industries on which the welfare of the

country primarily depends, and that it is untrue

to say that Grreat Britain is stinting her own

industries by sending Capital away. In England

the *e is plenty of Capital for all sound Home

entorprise, and if proof were needed as to the truth

of this, it could at all times be seen in the fact that,

in spite of bad times which are bound to come

per .odically, the credit of British industrial corn-

paries—a very good barometer—has always been, and

stil. is, higher than that of any other country of the

wo; Id.

Herr Dernburg and Foreign Investments.

Tou will no doubt have read of the very interesting

debate in the German Eeichstag on foreign invest-

meats. Herr Dernburg, the former Colonial Secretary,

who is well qualified to speak, has published a little

pamphlet which is well worth reading. In it he takes

tho Government severely to task for tlieir anti-foreign

investments attitude. He also says with much truth that,

wHle he strongly favours foreign investments, Home

im'estments must not be forgotten. Public and

L
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private home industries and corporations have their

claims, but you cannot say you will only lend

money to foreign countries when the needs of

the Home Market are satisfied. That is not a

practical business proposition. There is no enter-

prising person whose borrowing propensities can be

satisfied. He will take what he can get and use it

—

create a use for it somehow
;
and if he gets more than is

good for him, indigestion ensues, the economic term for

which is inflation
;
and we all know that inflation finally

leads to financial suffering. Money can and should go

abroad when the legitimate Home Credit requirements

are satisfied at a reasonable rate of interest. This is the

case in Great Britain. Experience shows that foreign

loans, like Home investments, are made when money is

easy and credit can be cheaply obtained. As soon as

the rate of interest that rules at Home gets near the

foreign yield, the inducement to invest abroad goes.

The matter settles itself, and no laws, no Government

interference, no speeches, no newspaper articles can

change this.

Export of British Capital chief cause of Empire’s

Prosperity.

It is obvious to all observers, and especially so

to those engaged in the work of directing the

flow of British capital into those channels of the

world where it is needed, that the investment of a

portion of Great Britain’s annual savings in the

Dominions beyond the Seas, in India and the Crown

Colonies and elsewhere is one of the chief causes of the

growing prosperity of the Empire. I will deal with the

Imperial aspect a little later on. Let us first examine

the problem from the Home Country’s point of view.

A 4

i
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Wtiat good does British Capital do which leaves

the Country ?

Tlie question has often been put to me—“ What

good do these foreign investments do ? How can the

placing overseas of British Capital make for the

prosDerity of Grreat Britain? Would it not be better

and more patriotic for British citizens to invest all

thei;* savings in their own country and build up her

indr stries ?
”

Return to First Principles.

Td answer this question satisfactorily we must go

had; to first principles. It is an error to assume that

the British people have no concern with the pro-

dudion of the vast quantity of things they are under

the necessity of importing from abroad, and that they

nee([ only to build up their own industries in order to

grow more rapidly in wealth and material comfort. A
moi rent’s reflection will make it clear that the

industries of this country could not expand if the

peo rle’s supplies of food and raw materials did not

grow with the increasing requirements. They are

int( rdependent.

Nature’s Restriction.

Let us consider the conditions under which the

people of these islands have to make their income.

He-e is a population of 45,000,000 souls confined

witiin the narrow cliffs of these small islands. You

knew the well-worn story of the American who, coming

from his vast continent, was afraid to leave his hotel

for fear of stepping off the island ! We can hardly

blame him if we remember that its total area is less

thaa one-half of, say, the single State of Texas, and

less than one-fourth of that of several provinces

f
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of the Dominion of Canada. The British Islands

produce a supply of food only sufficient for a small

fraction of their great population. How is it possible

under these circumstances to maintain all these people

in increasing comfort, and supply the world in general

and the rest of the Empire in particular with the

unprecedented amounts of capital Creat Britain is

supplying to them at the present time ? Nature’s

restriction was England’s opportunity
;

“ Necessity,”

as Emerson says, “ does everything well.”

Question of Existence.

The British people have realised that their existence

depends on supplementing the small quantity of wheat

which can be advantageously grown in these islands

from the wheat lands which extend round the world,

and which can furnish them with bread for their

sustenance
;

they realise that the animal food they

require can be obtained from the limitless plains of

the American and Australasian continents
;

that the

wool they need for clothing can he grown in

Australasia, South Africa, Argentina, but not on their

Liliputian downs
;
that the cotton which they need for

the manufacture of their world-famous cotton cloth must

be obtained from countries practically immune from

frost and drought in the period of growth
;
that gold,

silver, copper, tin and other minerals needed by their

industries must be obtained from countries where

nature has deposited them
;
and that the tea and coffee

they drink, the tobacco they smoke, cannot be pro-

duced in their own country. In brief, an instinct of

self-preservation told them that they must have these

and many other things from the lands which could

furnish them.
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Encouraging others to Produce.

Thie British people then have not only to stimulate

thei ’ own productions, but have of necessity to encourage

othfr nations to produce those things they are naturally

capable of producing in quantities sufficient not only

for their own requirements, but for those of Great

Bril ain as well. These were the motives which

pro] opted her to be ceaseless in her efforts to assist

oth(r countries to increase their productions of food

and raw materials. They practised what Bismarck

would have called Commercial “ Eealpolitik,” a policy

which had the additional virtue of benefiting the

wor d in general.

Opening the Doors Wide.

r, is in that way and by opening wide her doors to

the produce of the world, in order that her people

might supply their needs from whatever quarter of the

globe they could be supplied, that Great Britain has

oveicome those formidable difficulties, [f, as Schopen-

hau 3r says, “to overcome difficulties is to experience

the full delight of existence,” then, indeed, Great

Bri;ain must have enjoyed herself in the past! In a

litt] e over sixty years she has increased her popu-

lati)n by nearly GO per cent., she has doubled her

conmming power per head, and has quadrupled her

wealth. These results have been obtained by bringing

to life the dormant riches of the world. The British

peoDle practised what Burke had preached that “it is

the interest of the commercial world that wealth should

be found everywhere.” The factors which these

undeveloped countries lacked to enable them to produce

wealth in such abundance that the prosperity of the

whde world would be enhanced, were labour and

cap tal.

I
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A Great Achievement.

Every form of human life is romantic, and here is

romance for you. What a magnificent achievement

!

As has been well said, “ the British investor in modern

times is doing more than the emigrant, the traveller,

the trader, to build up and secure the material and,

indirectly, the moral fabric of the world civilization.”

“Facta Canam ...” £3,500,000,000!

Great Britain has provided the shipping by means of

which the new countries could be reached
;

she has

built the railways by means of which labour could be

brought to undeveloped lands, mineral deposits, forests

and place these immense reservoirs of wealth at the

service of mankind. The amount of Capital supplied by

Great Britain almost staggers imagination. In a paper

read before the Iloyal Statistical Society, my friend

Mr. George Paish, to whom I am indebted—not for the

first time—for many of the data quoted, has shown

that Great Britain has supplied £3,500,000,000 Capital

to the rest of the world. We may well recall Ovid s

lines ;

—

“ Facta canam : Sed erunt qui me finxisse loquantur

.

“ I am about to sing of facts, but some will say

“ I have invented them.”

‘*La Poesie des Resultats.”

Think of it and ponder over this stupendous achieve-

ment, £3,500,000,000 of Capital to develop the good

things which nature has stored up for the use and

benefit of mankind I This is the kind of thing which

Zola in “ VArgent ” happily describes as “ La poesie

des rhultaisF And this figure does not include

the huge sums invested in shipping, by means of

V
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whi3h this produce is brought to our shores. In

the year 1911 Great Britain will receive about

£1^0,000,000 for interest upon the great Capital she

has placed in other lands in past years. This income

will come to her almost entirely in foodstutfs and

raw materials, for it comes mainly from the Agricul-

tural and Mineral Countries of the world.

How then, we may well wonder, was it possible for

a s nail country like Great Britain to provide all this

Cajital for the development of the natural wealth of

the world ?

Capital Investment enhances Purchasing Power.

The explanation is this. The more Capital we invest

abroad in this way the more Capital there is available

for investment in our own productive industries. If

we send Capital to another country the purchasing

power of that country is correspondingly increased.

This purchasing power thereby given to the borrowing

couitry is exercised by it in buying goods from the

lands which can supply its needs. The greater demand

for goods resulting from this enhanced Purchasing

pov'er of the new country increases tlie demand for

gocds of all kinds, and either directly or indirectly

brings about an increased demand for British Goods.

Th<! greater demand for, and sale of, goods increases

the income of our wage-earners and the profits of our

traders, and the latter thus have the means of extend-

ing their works and plant. A great and continuous

excaange is taking place, a constant play of cause

anc effect
;

such is the nature of Trade, “ which,

like the blood, should circularly flow.” By lending

Cajital to other lands Great Britain manufactures the

additional goods needed, both to pay for the securities

I
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for which our investors subscribe and to extend our own

works and plant. In fact, our loans of Capital to other

lands cause the British people to increase their production

of manufactured goods and to extend their industries in

order to produce the wealth needed to make the loans.

Thus the export of British Capital develops the natural

wealth of the world and especially that of the Daughter

States of the Empire, and is the direct cause of the

great expansion in the productive industries of Great

Britain.

Why not invest within the Empire ?

Of the £3,500,000,000, about half has gone to the

British Dominions across the Seas, and half to Foreign

Countries. Some people may wonder why the invest-

ment of British Capital is not confined entirely to the

Empire in order to cause the industries of the Empire

to progress even faster than they now do. Everyone

who has had anything to do with the investment of

British Capital in the Colonies knows that the Mother

Country has always been willing and prepared in times

of peace to supply all the Capital that has been needed

and could be profitably employed by the Colonies and

by India
;

in fact. Great Britain has been willing and

anxious to supply more Capital to the Colonies than

they could profitably use, and at times serious trouble

has arisen from the over-supply of Capital by Great

Britain to the Daughter States.

Danger of Inflation.

Experience has shown that it is impossible for the

British people to lend much more Capital to the Colonies

than they can productively employ, as an excessive

supply of Capital leads first to inflation and subsequently

to financial disturbance, if not worse.

A 0
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ILappily, no such distui'hing factors exist at present,

and whatever part of the Dominions we contemplate

theve is a universal tale of prosperity to record, largely

in consequence of the unprecedented investment of

Bridsh Capital at the present time, and its expenditure

for reproductive purposes.

What British Capital has done.

Canada.

In Canada, great railway systems are under construc-

tioi
,
by means of which millions of acres of land

hitherto unproductive will he rendered available for

pro iucing a large portion of the additional food needed

to maintain the world’s growing populations.

In 1910, Grreat Britain has supplied the Canadian

peocle with about £40,000,000 of new Capital and

in the last three years these islands have furnished

£li 10,000,000. This means £150 per head of the new

population of Canada, and this money is almost entirely

spe lt in providing the machinery of production, includ

ing Eailways. The result cannot hut be an unlimited

expansion of production and population. The Mother

Country has now supplied Canada with nearly

£500,000,000 of capital either publicly or privately.

Australasia.

] n Australia, mighty dams are in process of erection,

by means of which the danger of drought will be

elininated over great areas of fertile land, and the

mo ’e rapid progress of the Island Continent will be

assured. At the same time new railways are being

surt^eyed for the purpose of opening up fresh districts

to settlement and binding the various States of the Com-

moiwealth together by closer ties of communication.

The amount of Capital provided by the Mother

I
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Country to Australasia is something like £450,000,000

which, with a population of about 5J millions, is equal to

over £80 per person, certainly a magnificent endowment

for a young country.

South Africa.

In South Africa, the ravages of the war are gradually

disappearing, and the spirit of hope and enterprise now

being displayed has caused the development of the

agricultural and mineral v ealth both of the Union and

of Ehodesia to be actively resumed.

I need hardly remind you of the great part played

by British Capital in developing the country’s mineral

resources in the eighties and nineties, and we all

rejoice that the loyalty of the people of South Africa

to the Empire has again prompted the British people

to invest freely in that part of the world. Last year

£10,000,000 were provided, making a total of about

£400,000,000 supplied, equal to £50 per head of

population,

India.

In India, new railways and irrigation works are under

construction which cannot fail to bring about a great

increase in the productive power and wealth of the

Indian people.

By linking East with West and North with South

the Eailways built by British Capital have profoundly

modified old conditions, and the danger of starvation

has been reduced, if not altogether eliminated. India

has attained a degree of prosperity never before

witnessed. Last year Ureat Britain supplied India
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Crown Colonies.

The minor States of the Empire are also advancing.

Th 3 progress of invention and the increase of wealth

ha^ ^e brought with them great demands for raw

prcduce, and Ceylon, the Malay States, and the West

Af ican Colonies, are preparing to supply these

deiaands, which promise to he of a permanent

ch{ ,racter.

'There are probably no spots on the world’s

suiface which are enjoying a greater measure of

pr( sperity than the countries I have named,

where rubber can be grown to advantage. The

improved condition of these countries is directly due

to the supply of British Capital, which has rendered

increased production possible to meet the enormous

demand which the motor car has caused. In 1910,

£21,000,000 were provided for rubber plantations by

the British people.

Empire’s Great Prosperity.

Thus all the States of the Empire are not only

en' oying great material prosperity at the moment, hut

the measures they are taking cannot fail to bring them

a dill greater accretion of wealth in years to come.

I iim not belittling the splendid work done by the

inlahitants of the Daughter States when I say that

this progress and prosperity is mainly due, as I have

triid to show, to the spirit of enterprise of the

Old Country and its readiness to assist and actively

su])port the various parts of the Empire by furnish-

ing an abundant supply of Capital. That has

ahuys been her first concern, and only after the

Empire’s needs were satisfied has she employed her

savings in developing the natural wealth of foreign

countries. But the British people have gone further

4
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than merely supplying all the Capital the Colonies

and India can advantageously employ. They have

supplied such Capital at lower rates of interest than

they have been willing to grant to any foreign country.

Great Britain the Empire’s Banker.

No words of mine are needed to emphasise the im-

mense advantage do the industries of the Empire of

possessing a banker who not only lends all the money

they need, but lends it at a lower rate of interest than

that at which he is prepared to lend to competitors.

Mr. Paish, in the paper to which I have already

referred, states that the amount of publicly issued

Capital supplied by Great Britain to the Colonies and

India is not less than £1,554,000,000, and including

the Capital privately placed in these countries, the total

investments of British capital there reaches £1,800,000,000,

while the terms we asked for such Capital are the envy

of other borrowing countries
;

in fact, the income

derived by Great Britain from Capital placed within

the Empire is much smaller in proportion than the

income she receives from the Capital placed elsewhere.

Colonial Securities as Trustee Stocks.

Eoughly speaking, there exist about £650,000,000

of Colonial and Indian Securities which Great Britain

has made Trustee Investments. And beyond these

Trustee Investments several hundred millions of pounds

of British Capital have been supplied to the Govern-

ments, the Municipalities and the Railways on very

favourable terms.

Money for Colonies 1 per cent, cheaper than to others.

Everyone acquainted with the easy terms upon which

the Mother Country supplies Capital to the Daughter
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States and to India is aware that we have supplied

the greater portion of this vast sum of money on

teims at least 1 per cent, cheaper than we were

prepared to lend it to countries outside the Empire,

Al a moderate estimate the interest saving to the

Cclonies and to India is at least £10,000,000 per annum,

a very handsome preference by the Mother Country.

It means in other words, that the ties of blood and

kinship and British Imperial sentiment have enabled our

Cclonies to borrow an extra £250,000,000 of Capital (over

ani above the sum they could have borrowed) for the

sa] ue annual payment to the Mother Country. Had
they not been members of the Empire things would

ha ve been vastly different ! And the extent of this

adv^antage is rapidly growing larger in consequence

of the great additional sums which Great Britain is

now supplying them with annually.

Reasons against Taxation of Foreign Foodstuffs.

It is evident from what I have said that the Mother

Cc untry is doing everything in her power to make the

progress of her Daughter States as rapid and as durable

as possible. There are people who think that the

MDther Country should do still more, and in order to

asdst them further ought to tax the foodstuffs that

cone in from foreign nations.. Time does not permit

m j to enter into this part of the question as fully as

I should like. I will only say that the proposal to tax

foreign foodstuffs would not only sap and undermine

the prosperity of Great Britain, but would he of no

ac vantage to the Colonies. Duties on foreign food-

stiffs would undoubtedly tend to restrict the area from

which the food of the British people is drawn, a

teadency which, having regard to the danger of crop
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failures in every country, could not be viewed other-

wise than with alarm. Moreover the ability of the

Colonies to sell all the food they can raise is not in

question. The perenuial problem to he solved is not

how to find markets for the food and raw materials

produced, hut how to produce enough of food and

material for the increasing number of mouths to he

fed and backs to he clothed. There can be no doubt

about the expansion in the prosperity of the Colonies.

The one great danger that has to be guarded against

is an insufficient supply of food in proportion to the

world’s growing population. The very existence of

Great Britain, with her great population and small

area, depends upon her ability to secure regularly,

year by year and day by day, the great quantity of

food and raw' materials which she needs for the main-

tenance of her people, and it is of supreme importance

to her to stimulate and assist the whole world to

produce, in order that out of the world’s surplus she

may get sufficient for her people. The greater the

world’s surplus the more secure is the prosperity of the

British Empire.

Summing up.

We find then that the investment of British Capital

wherever it is needed brings advantage to everyone,

to the British people, to the daughter States and

Dependencies of the Empire, and to the whole of

mankind who are thus assisted in obtaining the

good things that nature has placed within their reach.

I think I have shown what capital has done for

this country by developing the resources of the world.

But it does more. It can and does help to promote

peace, actively and effectively.
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G-reat Britain, by her pluck and enterprise all over

the world, and by what amounts to almost an unfailing

inslinct, has placed her money where it has done most

gocd. She has never placed it where it might have

hu]t her country’s interests. In fact, Trade generally

pre 3edes, and in a large measure directs, the world’s

pol .cy to-day. Modern Diplomacy takes its inspiration

fron Trade and executes the economic will. That is,

I \enture to think, one of the characteristic features of

ou] time.

Civilising Influence of Foreign Investments.

As a rule, we are free here to conduct our business

whhout Government interference, such as the Govern-

ments of France and Germany see fit to exercise. The

civilising influences, direct and indirect, of this process

of foreign investment (as has been pointed out in a

thcughtful article in The Nation) are obvious and

of the first importance. On the part of young or

baiskward countries requiring the aid of foreign capital,

it has tended, more than any other cause, to promote

infernal security and good government, for high rates

of interest, or worse still, the refusal of capital is a

crishing penalty to pay for disorder and dishonesty.

THs growing ownership of property by the citizens

of one nation in the country of another is the most

su )stantial contribution not only to the peace, but

to the active good-will of nations. How shallow is

tho notion that the cause of protection and national

isc lation represents the dominant tendency in history to-

da Y 1 If there were no other direct trading interests

promoting the international exchange, this demand of

th
)
young and growing countries for capital would

fooce trade across the barriers set up by short-sighted

t

* «
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politicians or interested traders. I attribute Great

Britain’s commanding position mainly, if not entirely,

to her broad and open-minded policy.

Though England has been more adventurous than

any people, every other industrial nation is following

in her wake. Competition is keen and is growing.

Germany and the United States—to mention only two

nations—are well-equipped and daring. Great Britain

must look to her oars to keep in the race !
“ The

price of Commerce is eternal vigilance,” as the Times

well expressed it a short time ago.

A Warning Note.

This country has been prosperous so long and

has gained such an immense lead and advantage over

all other nations that she is apt to look back on past

achievements unmindful of the future. “ Prosperity

destroys fools and endangers the wise.”

That is a danger, and a warning note is necessary

after this tale of unexampled progress and prosperity

which I have unfolded to j^ou. The Eev. Campbell

Morgan, a short time ago, very aptly remarked ;

—

“ We gather at meetings and congratulate ourselves

upon what has been done, when we ought to be

lamenting what has not been done.”

National effort necessary to hold our own.

Lord Furness in a weighty letter has warned us

that “ unless we apply ourselves assiduously and

nationally to develop our commercial methods to the

highest possible plane, we cannot hope to hold our

own,” a warning which is re-echoed in almost every

Consular Eeport, and one which should be taken

seriously to heart. For the business men and traders
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ol to-day have to be more fully equipped in every

respect than their predecessors. New conditions

require new methods, and it is so much easier to do

wiat one has done before than to do a new thing!

Tie commerce of to-day demands a most highly-

trained army of workers. The real wealth of a

cc untry is the qualities and faculties of its people.

National wealth is only the product of labour and skill.

Education.

What is wanted is fitness and the bringing up of

a generation not only with sound bodies and good

muscles, hut also with alert minds and adroit hands.

Bat as I have said at the beginning of this address,

tl ere are welcome signs that these defects are going to

b( dealt with, and we know the present Grovernment

is fully alive to them.

Cheerful Future.

Let me say in conclusion that the facts I have

ventured to put before you seem to me to warrant our

looking to the future with confidence and cheerfulness.

T.ie awakening of Great Britain and the progress of

the Empire in the last half-dozen years fill one with

hope for the years to come. There lias been a verit-

alle industrial revolution in this country, and the spirit

of enterprise with which the British people are now

fil ed, assisted by the great schemes of social reform

plinned by the Government, cannot fail to bring them

an increasing measure of prosperity as the years pass.

What applies to Great Britain applies in even a greater

measure to the Empire. There have been times when a

ce dain element of faintheartedness and doubt as to the

fukure has manifested itself, and when certain people,

mistaking a temporary set-back for an alarming symptom
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of some permanent defect in the economic machinery of

the British Empire, have imagined that a change in the

fiscal policy of the Mother Country was imperative.

I cannot help thinking that the* developments of the

last few years, and the experience and evolution of the

last half-century, are a triumphant and convincing

vindication of the broad and open-minded policy of

absolute freedom pursued by the old country.

Conclusion.

It is ill the nature of things that especially

young countries will have their ups and downs from

time to time, but for all that no one can doubt that

the influx of Capital and of population they are now
experiencing, coupled with the world’s expanding

demand for food and raw materials for their constantlv
%/

increasing people, will mean rapid and increasing pro-

gress in the coming years, and we may claim without

exaggeration that the British Empire has never been as

wealthy and progressive as it is to-day, and the signs

are auspicious that the present cycle of prosperity has

not spent itself yet.

Let us all do our share, so that what Defoe said in

1730 of England, and what is equally true to-day of

the Empire, may always be true. It is that :
“ its

commerce is an immense and almost incredible thing.”

i ^ I

MR. ASQUITH S SPEECH.

Sir Edgar Speyer, my lords, ladies and gentlemen,—

I

find myself in a somewhat unusual position here to-night.

I am more accustomed to obey the Chair than occupy it

;

but I hope I understand—and I shall endeavour to practise

—the rules which properly regulate the functions of a

I

P
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ch, linnau on an occasion such as this. It is not his business
to speak

;
his business is to listen, and if need be to preserve

order and regulate debate; but I should like just in two
or three words to express to yon my great pleasure and
sal isfaction that I have the privilege of sitting in the Chair
to- light, and presiding over this gathering, and listening, as
we have all listened, with interest and with admiration,
to the excellent, compressed, well conceived and felici-

tously expressed address of my friend Sir Edgar Speyer.
Wi ) have been listening, not to the discourse of a professor,

noi to the lucubrations of some academic student, but to the
language, arguments and conclusions of a man who has
graduated in the practical work of finance. I say for

myself, and I am sure you will re-echo my feelings, it has
beeo a great satisfaction to me to find that from so great
an authority we have had such a conclusive exposition
and demonstration of some of the main principles which
lie it the root of both our fiscal system and commercial
prosperity. (Applause.)

Iiadies and gentleman, I shall not—because others who
will follow me are much better qualified than I am to

spej;k on the subject do more than endeavour in a very
few sentences to summarise what I think are the con-
clusions that we ought to draw from Sir Edgar Speyer’s
add. ess, and which are both relevant and instructive in
regi ,rd to the view which we ought to take both of our
own domestic and our Imperial concerns in regard to

trad e.

In the first place, I am going to submit to you two or
thres simple propositions. In the first place, he has
shown, I think, that there is no such thing as the flight

of C ipital as it presents itself to the vision of imaginative
jour: lalists—there is no such thing as the flight of Capital in

the i ense of the exportation of our old accumulations. If
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as Sir Edgar has pointed out, A. sells his home stocks he

sells them to a purchaser, and if B.^, the purchaser, buys

those home stocks, there is no loss or disappearance of

the accumulated Capital of the country. That is, one

would have thought, the simplest proposition, the A B C
of economics. In the next place, the Export of Capital,

in the only sense in which the phrase has an intelligible

meaning—that is to say, in the use of new savings as

between one field of investment and another—the Export

of Capital can only be injurious to a country such as ours

if it stints the supply of what we need here at home, and

leaves unexploited fields of investment which are waiting

for occupation here. (Applause.; Now I venture to say,

after a good many years of study of the actual facts of

the case, that there is no evidence of anything of the

kind so far as the United Kingdom is concerned.

(Applause.) Further, and this I think is a very import-

ant point—Sir Edgar Speyer has touched upon it—the

Capital which we export from the United Kingdom
consists in the main almost exclusively of British manu-
factured goods—(Hear, hear)—and the return which we
receive upon it—because we do not export Capital from

the instincts of philanthropy, or for the simple purpose

of casting our bread upon the waters, doubting whether

or not we shall find it after many days—the return we
receive from that exportation of manufactured goods

comes back to us as interest, in the shape of food and raw

materials which are the life-blood of our industries here.

(Applause.)

Once more, to pursue the argument a little further, in

both the so-called Exportation of Capital and in the

Importation—which, as I have said, represents the

interest upon it and the inducement to export it—it is

a most material thing to leniember that British shipping.
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wliich does the main part of the carrying work

of the world, finds in that task a large portion of its

piDfit. (Applause.) Finally, from the point of ^dew

w]dch you here, as the Liberal Colonial Club, naturally

regard as of great, if not of paramount importance

—

from the Imperial point of view—it is British Capital,

th 3 export of which ignorant people deplore, which

has developed, and almost exclusively developed, the

re sources of India, of our Dominions, and of our

C( lonies. (Hear, hear.) I am glad to see here, sitting

near to me to-night, my noble friend Lord

B'oassey. His name, as you all know, is associated

with that process, because his father was one of the

pi)neers of it. It was he, I believe, who organised

aid developed the Grrand Trunk Railway of Canada,

th 3 first railways in India, in New South Wales and

Mauritius, and was anyone going to pretend that the

E iportation of British Capital in regard to these great

communities in one of the first, or at least one of the

earlier stages, has not redounded a hundred fold to the

piofit both of this Empire and this kingdom, making

us what we are to-day, a people in every part of the

K.ng’s widely-spread dominions industrially alive and

progressive, and that the Mother Country has benefited

as much as all its daughters and dependent parts from

the interaction of Capital as between them. (Applause.)

Sir Edgar Speyer gave us just now a remarkable figure,

ai d I have no doubt it is an accurate one. He told us

that of the sum of 3,500 millions of British Capital,

wnich in the course of our generation, or mainly in the

liletime of our generation, have left the shores, at

lenst one-half, 1,800 millions, have been devoted to the

development of our Dominions and Dependencies. He

he s pointed further to the fact, a fact often not
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sutficiently recognised—that by comparatively recent

legislation we have given the position of Trustee Securi-

ties to no less than 650 millions of stocks and shares

which represent Colonial, Indian and Oversea invest-

ments, and I do not think he has in the least exaggerated

when he says if you look at those figures, and if you

recall the history of that process, you will find that

our Colonies and Dependencies have benefited to the

extent of at least £10,000,000 a year by the terms, the

favourable terms, under which they have obtained their

Capital from this Country. (Applause.) People talk

of Colonial and Imperial Preference ! Preference,

which, so far as we in this country are concerned, would

have to be bought at the price of raising the cost of the

necessaries of life, and, as I think, hampering the

progress of our best and most progressive industries.

But in that £10,000,000 a year which our Dependencies

are receiving—or which at least they are saving by the

manner in which they have been able to obtain this

Capital—in that £10,000,000 a year you have a far more

substantial and a far more fruitful form of Preference

than any of the latter-day devices for restoring the old

system of Protection, under which neither the Mother

Country nor the Colonies ever profited at all. (Applause.)

I think I may say—and I will not detain you a moment

longer—that the lucid and admirable summary which

Sir Edgar Speyer has presented to us to-night of the

main factors and features of this great Imperial problem,

has strengthened you of the Liberal Colonial Club in the

belief that the best way of promoting both the prosperity

of the United Kingdom and the Empire is for us here

in the United Kingdom to maintain the fiscal system

which our fathers acquired for us, and under which we,

their sons, have attained to a degree of prosperity of which
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nep-er, in their wildest tiights of imagination, they could

ha ve dreamt, and which is the foundation and life-blood of

th3 prosperity of this country. (Loud and continued

ap plause.)

i

SIR EDWARD HOLDEN’S SPEECH.

Mr. Asquith, my Lords, Ladies and Grentlemen,—It

has been of great interest to me to listen to the splendid

ad iress which has been delivered by Sir Edgar Speyer,

aiii I am sure we all feel proud that this Island of

oil ’s has been so potent in assisting the development of

the world. Now, I think it is pretty well conceded that

some countries of the world at the present time have

thoir minds concentrated on the undeveloped areas of

otl ler countries. Why is this ? It is in consequence

of the increasing population of the world. We want,

as has been said to-night, more food
;
we want more

raw materials, and we want a greater number of cus-

tomers abroad. Now, we must not lose sight of the

fact that Capital alone will not do what is wanted. In

addition to Capital, we want labour sent abroad. You

see how Italy is pouring her thousands of people into

South America, and we are told by the Canadian

am horities that the population of Canada this year will

be increased by no less a number than 400,000 people.

Wo have had demands upon us for Capital from the

Co onies, and from other countries : £1,800,000,000

fron the Colonies; £1,800,000,000 from other coun-

tri( s
;
and our investors are getting in return no less

a sum yearly than £150,000,000 to £180,000,000. I

thi ik we are all agreed that we in this country occupy

an exceptional position. We are not large producers

of food
;
we are not large producers of raw material

;

and yet we have to live. What is it we live upon ? It

is on our exports. Increase the cost of those exports,

and you injure the premier position of our country.

• (Applause.) Who are they that send all this Capital

abroad ? Our investors. Are our investors satisfied

with the bargains which they have made ? I believe

they are satisfied that the resources thus placed in the

hands of the borrowers have been fairly invested, that

their principal is safe, and that their income will be

regularly paid. They do not even make a stipulation

that a portion of their Capital should be taken in com-

modities, because they believe it is best that those

countries to which they entrust it should be able to

buy in the cheapest market, and they have no mis-

givings, assuming our country is fairly dealt with, that

the exportation of their Capital will not benefit our

industries at home.

Now let us look at the other side of the question, and

inquire if our borrowers are satisfied—that is, the people

who take our Capital? You have been told that our

Colonies borrow money here at a cheaper rate than other

countries borrow it; that is quite right, and with this

advantage I should consider that our Colonies are extremely

well pleased. They not only get that advantage, as you

have heard again to-night, but they get the advantage of

having their securities listed as Trustee Securities. Now
this Capital which goes to our Colonies will not benefit

them very much, unless they have, in consequence, an

increase in their trade. What has taken place in Canada ?

Y”ou have heard from Sir Edgar Speyer that the year

1904 was the year when our people ceased to spend their

savings at home, and began to send them abroad again.

Let us compare the trade of Canada in 1904 with theii
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trade in 1910. In 1904 their trade—that is to say, their

in ports and their exports—amounted to 94|^ millions

sterling. What did they amount to in 1910? They
amounted to 1384 millions, an increase of 44 millions. I

th Ilk we are quite right in assuming that Canada is

pe "fectly satisfied with the assistance we have given her

in lending her the large sums we have sent her.

Si]‘ Wilfrid Laurier said to us only yesterday, “We are

quite satisfied with our lot
;
we are happy and prosperous.’’

N"ow, turning to another of our Colonies, the Common-
we alth of Australia, what have they done with the Capital

wMch we have sent to them ? In the year 1904, the year

to which I have already referred, they commenced with a

tra ie the same as Canada—94J millions. What have they

doiie in the year 1910 ? They have increased that trade

to 134 millions. The Commonwealth of Australia has

inc reased her trade nearly 40 millions as between the years

19i>4 and 1910. Therefore, I think our investors are

sat sfied—they are good judges—and I think the people

to whom we have lent the money—our borrowers—are

sat: sfied. Are we satisfied in this country ? Many of us

are, but some are not. Are those who are not satisfied

justified in their dissatisfaction? Let us see what has

tak3n place in our own trade. Beginning with the year

19(4 and comparing it with 1910, 1909 and 1908, what do

we find ? We find that the total exports of our country

during those three years show a total increase of nearly

285 millions.

Now look on the other side of the balance sheet. Take

the imports and make the same comparison. What do we

find ? We find the increase to be 242 millions. Put

these two totals together and what is the result? The

resrlt shows an increase in the trade in this country of no

less a sum than 524 millions. (Applause.)
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Sir Edgar Speyer has told us that during that period

we have exported Capital to the amount of 517 millions.

Thus we have an export of Capital of 517 millions, and

the result of this exportation of Capital is shown in an

increase of 524 millions in our trade. Therefore, I say

there really is no justification for the dissatisfaction ex-

pressed by some of our friends. Now, suppose this Capital

had been invested in our home industries ? What more

could they have done with it ? It has been by the means

of that Capital that raw materials have been provided and

brought home to keep our industries going. (Applause.)

Ladies and gentlemen, I will not keep you any longer,

but I think these figm’es corroborate in their entirety the

statement made by Sir Edgar Speyer, to the effect that

the export of British Capital is one of the chief causes of

the Empire’s prosperity. (Applause.)

MR. T, A, COGHLAN’S SPEECH.

(Agent-General for New South Wales.)

I have been asked as a representative of Australia

to address myself to the question offered for your dis-

cussion, from the opposite point of view to that of Sir

Edgar Speyer, for Australia is one of the countries

referred to by him as having received much British

Capital. All the authorities agree that at the present

time the Australian people (exclusive of those of New
Zealand) owe to Great Britain, or, perhaps more correctly

speaking, there is invested in the country by non-residents

and owing by its various Governments a sum approxi-

mating to 366 millions, which is equivalent to £85 per

inhabitant. Of this large sum 166 millions represent
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private investmentB, and 200 millions tlie outstanding

liabilities of the States and local governing bodies.

Australia illustrates two important aspects of the

question of the import of Cajjital, first, the advantage

wiich an undeveloped country obtains by the employ-

ment in it of external Capital; and, second, the unfor-

tunate results that may follow the introduction to a

country of Capital beyond its power of absorption.

F)rty years ago Australia was practically at a stand-

stll for want of Capital. In 1871 there were only

1, )00 miles of railway in operation in the whole conti-

ntnt, and though railways were badly needed, the

Governments were so doubtful about the future that

th3y were afraid to borrow lest the}' should unduly
mmtgage their resources, and privah? investors were

naturally affected by the timorousness of the Govern

-

m mts and began to withdraw their money from the

oointry. Fortunately for Australia, a statesman of

gr 3at ability and wide views was appointed Governor of

Now South Wales—I refer to Sir Hercules Eobinson,

af;erwards Lord Eosmead, With great courage, he

pointed out that the salvation of the Colonies was bound

uf with a bold but judicious policy of expansion, and

he reiterated his advice until he had won over public

opinion to his side, and a policy of immigration and

public works was adopted. Private investors took heart

ah 0
,
and the expansion of the Colonies at once began.

Between 1871 and 1887 Australia received from England

ab)ut 110 millions, and with these millions came a fine

stream of population. As a result of this happy combina-

tion, a reasonable introduction of Capital and a steady

ac( ession of population, the wealth of the country grew

ap ice, and the addition of 110 millions of Capital and a

million and a half of people brought the realisable wealth
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of the community from 200 millions to 1,000 in the short

space of 16 years. Sir Hercules Eobinson’s advice was

justified, therefore, in all its results. P^nfortunately, the

stream of immigration began perceptibly to decline after

the year 1888, and then in a few years ceased altogether.

Those who had charge of the monetary interests of the

country failed to see the necessary dependence of pros-

perity upon population as well as upon Capital. The

country had done so well with Capital in moderate

amounts that they tried the experiment of giving it

larger doses. During the five years which ended with

1891, 94 millions of money was poured into Australia,

while the tide of immigration was less than 30,000 a

year. In 1892 the country began to lose population,

and almost at once the fabric of expansion, built with

money and not with people also, fell to the ground, and

the country found itself in the throes of a financial

crisis. Thrice in its short history has Australia suffered

in the same way—in 1843, in 1853, and in 1893— and

I hope and believe that its people have learnt the salu-

tary lesson that population is as necessary as Capital,

and that while the introduction of Capital within the

limits of absorption and the application of it to produc-

tive purposes are conducive to true progress; on the

contrary, the over-introduction of Capital, ho’wever

applied, means arrest of progress. A study of the

statistics of Australia makes it very clear that the years

in which an undue importation of Capital took place

compare unfavourably as regards production with those

in which there was a more moderate import
;
a low point

of production is often attended by a high import of Capital,

and a high production is usually found in years when the

Capital introduced is well within the absorbing power of

the country.
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Australia differs from most other countries which look

to London for a supply of money in that the bulk of the

pioceeds of Grovernment loans is laid out in the purchase

of stores and material in England
;
very little is spent in

foreign countries, and still less goes away as coin. This,

of course, is not a matter that the investor concerns

himself about, hut it is none the less of material

ccnsequence to England itself. This brings to mind the

n( t very remote idea that while you are very careful to

w lat countries you export your money, you are almost

quite heedless whither your surplus people go. This

sesms to me to be an economic mistake, for every person

w 10 leaves this Kingdom and goes to Australia is not only

n( t lost to the Empire, but is not lost to England, since

h( remains a consumer of British goods to the extent of

mDre than £7 a year, and an exporter to England to the

vglue of nearly £8, while if he goes to New Zealand he

is a still more valuable customer, as the New Zealander

buys from England every year goods to the value of £1L

ai d sells her goods valued at £14, so imj)ortant in business

is the tie of blood.

I was speaking just now of the large sum that Australia

o"\ ?"es England. More important in some ways than the

ec rpus of the debt is the annual payment to he made in

rr spect thereof. The yearly interest pjiid on account of

Si ate debts to other than Australian creditors amounts

tc 6'f millions, and on account of local (vovernment debts

tc about half a million, while the income from

pi ivate investments may he stated at 9 millions,

aiid the incomes of Australians permanently resident

in London amount to close upon half a million.

Tiese various sums make up the total of 16J millions,

w :iich is the annual tribute paid by Australia to

L mdon.
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From the figures I have given it will he gathered that

for Australia to pay its way there ought to he an excess

of exports over imports to the extent of 16f millions

—

that is to say if no Capital were introduced and none

withdrawn
;

so that it is plain that Australia might

increase its indebtedness to the extent of this 16| millions

in any one year, and at the same time show an equality

between its imports and its exports. With this fact in

mind it will not be difficult to understand how, in spite

of the fact that during the last 40 vears the indebtedness

of Australia to England has been increased by over 300

millions, the balance of trade during the same period was

against the country to the extent of 120 millions. Not

only, therefore, did we pay for our imports by our exports,

but during the 40 years we paid 120 millions in addition,

and at the same time our indebtedness was increased from

60 to 360 millions. Such is the operation of interest as

affecting a debtor country. (Applause.)

SIR FELIX SCHUSTER’S SPEECH.

Mr. Asquith, My Lords, Ladies and Gentlemen,—One

statement has repeatedly been made during the course of

this discussion, to which at this stage of the proceedings

some of us may not be disposed to agree, viz., that w'hat

we require is more food. (Laughter.) Anyhow, I think

we shall all be agreed that we do not require more speeches

this evening. Therefore, I will endeavour to express in

a very few words my own admiration for the address to

which we have just listened, and, however tempting it

might be to follow Sir Edgar Speyer in the interesting

topic which he has brought before us—however tempting
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il might he to express agreement with him, as I could

0(1 most of the points which he has elucidated, or to point

oat some slight differences of opinion which may possibly

edst between us—the hour is now so late that I will not

do so. Perhaps on some future occasion the Liberal

Colonial Club may find for us an opportunity of discussing

a t greater length the most interesting address to which we

lave listened this evening, for really many hours would

le necessary to examine the subjects brought before us in

all their bearings.

With the main argument of Sir Edgar Speyer I am in

entire agreement. Some years ago I endeavoured to

trace the connection between our trade, especially our

export trade, and the export of capital. It was at the

t.me when Tariff Eeform was first hotly discussed, and

vEen the question of the balance of trade and imports

c ame prominently before the public. I then spent many
c ays in going into the figures, and I compared the figures

from 1872—which was a famous ycrar— (hear, hear)

—

cnwards to the present time. The coincidence of the

export of Capital with the increase of our exports of

manufactured goods was most remarkable. But which is

tae cause and which is the effect I do not pretend to say.

It is the increased demand for manufactured articles by

fareign countries, or for material for their development,

\ Eich leads to the demand for Capital here, and this, when

satisfied, produces the export of the required article.

^V^hatever the cause may he, the two coincide most

accurately, and in late years we have seen how enormous

are the figures which have been attained.

There is, however, a distinction between the borrowing

cDuntries. Let us see how the thing works. Why should

tie lending of money to a foreign country increase our

export trade? Let us take the case of India. India

i
r

41

borrows to build her railwavs
;
and as an immediate con-

sequence of the borrowing the money is spent in this

country, for we send out materials to India, our manu-

factures become employed, and India is developed and

put in the position of increasing her own prosperity and

at the same time the food supply and the raw materials

of this country. The same argument applies to our

Colonies or to Argentina, or, indeed, to any country where

we are at an equal advantage with other countries for

trade purposes. But if you lend to Grermany the con-

sequences are not nearly so great as regards our export

trade. It a country like Germany, or any other highly

protected country, borrowed here, we should only benefit

in our exports very indirectly, and not nearly to tlie same

extent as in the instances I have mentioned. Discrimina-

tion on the part of the investor is called for, and I

do believe that generally this discrimination is wisely

exercised.

In regard to the figures quoted this evening, I think

that a certain amount of caution in accepting them is

necessary, I know the admirable work that Mr. George

Paish has done in this direction—(hear, hear)—hut I

think that Mr. Paish himself would admit that the data

for arriving at an absolutely accurate conclusion as to the

figures of our annual income from foreign investments are

not available, and that we have more or less to rely on

estimates, indeed almost on guesswork. Personally, I do

not think the amount of our income from foreign invest-

ments is so large as that named, £180,000,000 per annum.

But on that matter a difference of opinion is perhaps not

very material, because in any case the amount must be

very large indeed.

Sir Edgar Speyer made one statement in the course of

his address to the effect that we have not sold anv invest-

I



42

n ents abroad, that this country has bficn only investing'

a id not selling any of its foreign iiiyestments. 1 must
S!,y that I do belieye that some of the new inyestments
h we been paid for by the selling of other inyestments
preyiously made in foreign countries. I do not think the
a ^gregate of public issues of foreign loans in our market
represents the aggregate amount of Capital which has
b )en inyested, but that considerable reductions haye to be
n ade in respect of inyestments whicli haye been sold

a iroad. A.s to A.merican railroads, Sir Edgar Speyer is

a much better judge than I can possibly be, but I would
SI y that our holding eyen in these stocEs is considerably

siialler than it was some years ago. We haye done yery
well out of these stocks, for we bought them at lower
p: 'ices and our American friends haye taken them back at

hjgher prices; but they do not appear to be so popular
h(Te as at one time. Again, take the stocks of Continental
nations, such as those of Italy, Spain, and so on

;
these

lu.ye almost disappeared from our market. There was a

ti ne, some twenty or thirty years ago, when we were the

g] eat international market for Continental stocks, but now
Italy has bought back nearly the whole of her debt, and
I do not think that we haye a large holding in French
seiurities or Continental securities generally, and I imagine
th at we have replaced this class of security by Colonial

sticks and by investments in countries more distant, the

re urn upon the Capital thus invested being higher and
mire satisfactory.

Also, I do not think that Sir Edgar Speyer would carry
one sentence in his address entirely to its logical con-

ch sion, viz., that the more Capital we invest abroad the
m(.re capital is available for our own home industries.

If pressed to its logical conclusion, that argument is open,
I 1 hink, to a certain amount of difference of opinion, but
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you will have noticed that Sir Edgar qualified his state-

ment by pointing out that as far as our observation went

our home industries have never suffered from lack of

Capital, and with that statement I entirely agree. As

the advantages to us of investments abroad have been so

fully illustrated, I do not think I need enlarge upon them

any further.
1/

But one point has been omitted. So far no one has

alluded to the fact that not only are we supreme in our

shipping and in regard to our export trade, but that we

are also supreme in our position as the International

ffaiikers of the world, and that we owe this position

entirely to our trade, and that the maintenance of that

position is due in a great measure to the immense amounts

of foreign investments which we hold. In times of mone-

tary pressure, in times of difficulty, which are bound to

arise in the history of any nation doing a large trade, all

that we need to do is to hold our hands for awhile in

investing our money abroad. Through the operation on

our Foreign Exchanges, an inliow of gold will at once

enable us to rectify the position. This is what has been

called the tribute—I cannot say that I assent to the word

“ tribute ”—the borrowers pay us. The interest which we

derive from foreign investments is so large that directly

we cease investing for a few months the remittance of the

sums due to us will bring us gold from all quarters of the

world, and this is one of the reasons why, in spite of the

comparatively low reserves of gold with which our banking

system is worked in this country, we have been able even

through times of difficulty to replenish the stocks of gold

when there are any signs of danger. All this is due to

the amount of our foreign investments, and there can be

no doubt whatever that they are of immense advantage

not only to us as bankers, but especially of the greatest
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ac vantage to onr working classes, for, as has been well

p( inted out, our food supplies are through their operation

re3eived in greater abundance and at lower prices than

ai j other European nation is able to obtain them

Commerce, after all, is only a means to an end—the

htppiness of the people—and I think we may well be

pioud of our position of the greatest commercial nation of

the world, and of the policy we have pursued, which not

or ly makes our people happier, more contented, and better

alle to bear the burdens of life, but must also essentially

coutribute to amity between all nations. (Applause.)

SIR WEST RIDGEWAY. G.C.B.

My Lords, Ladies and Grentlemen,—I am sure that we

should not like to separate without passing a vote of

thanks to Sir Edgar Speyer for his luminous address, and

to the Prime Minister for his presence here this evening.

Ti e speech of the Prime Minister had all his well-

kuown characteristics of oratory, compression, lucidity,

statements as clear as crystal. I think you will agree

thit we have chosen a most instructive subject for

th s evening. You will all remember the deluge of

pe 5simism which flooded the country when the first Lloyd

Gr( orge Budget was brought in. I remember being

in the House of Lords when speeches were made by

Lord Eothschild, Lord Eevelstoke and Lord Avebury,

who all deplored in most mournful language that the

caoital and savings of the people were being driven out

of the country by the policy of His Majesty’s Grovern-

mont. In this orgy of pessimism Lord Eosebery took

th' ) cake. He stated with that gravity of tone and gesture

with which he delights in frightening his brother Peers,

that “All the great ships that go Westward across the

Atlantic are at this moment carrying bonds and stock in

ballast in order that they may get away from the

jurisdiction of His Majesty’s Government.” What

became of those ships we do not know, they must be at the

bottom of the Atlantic, because they never reached the

American shores. Where are the prophets now ^

Is it not desirable that these absurd and ridiculous

statements should be exposed as they have been

exposed by the luminous and impartial facts and figures

presented this evening by Sir Edgar Speyer ? But

a word as to the Prime Minister. We, the members of

the Liberal Colonial Club, are most grateful to him for

his presence in our tabernacle this evening. (Applause.)

We accept that presence as evidence of his sympathy

with our objects, and as an indication of his confidence in

the usefulness of our Association. Our tabernacle is not

a magnificent edifice, but the fact is that we Kve in tents

which are moved here and there. To-night we are here,

but the next time we may be at the Trocadero.

However fleeting our habitation, yet it has a sacred

shrine, a shrine of sane Imperialism, to which we invite

all Liberals, what ever their shade of opinion—moderate

Liberals or extreme Liberals—to meet and worship. We
aio proud to have had the Prime Minister here and we are

proud of our Prime Minister. After all, we are all

Liberals, and I will not quote the Duke of Wellington’s

saying, “ We are all Peers here”—not yet. (Laughter.)

But we are all Liberals, and we rejoice to have the Prime

Minister here. We are proud of the Prime Minister, because

he has all the attributes of a leader, of a statesman, pluck

and backbone. I won’t follow the parliamentary orator—

he was not an Irishman—who said that his friend had got

a backbone which, in the time of difficulty, always comes

to the front— (laughter)—but I say, and this is the sure
V
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tes that the Prime Minister always rises to the occasion,

and in proportion as the difficulties and responsibilities

inc rease his courage rises, his capacity expands, and his

determination becomes more resolute. That is the sort of

lea ier which Englishmen love to follow. Now, my Lords,

La lies and Grentlemen, I wish to propose that our cordial

tha nks be given to Sir Edgar Speyer for his address, and
also to the Prime Minister for presiding over us to-night.

I V ill ask you to receive this Eesolution with acclamation.

’^^he Eesolution was carried with cheers.

THE CHAIRMAN,

Jjadies and Grentlemen,—Sir Edgar Speyer has asked

me to respond in his name as well as in my own. First

of {J1 let me thank you for the very kind and patient

hearing you have given to the speeches to-night, and
stil more for the cordiality of your greeting. Let me
als( thank you for the very kind and flattering words

Sir West Eidgeway has used in reference to myself.

Sp€ aking for myself, I may say I have been delighted to

fine myself associated to-night with the Liberal Colonial

Clu b. I heartily sympathise with its aspirations, strongly

beli eve in its utility, and I earnestly trust it will continue

in i he future, as in the past, to work for a sane and an

enl; ghtened Imperial policy, with which all Liberals, of

all shades of opinion can agree. I thank you very

hea rtily

.

The proceedings then terminated.

I Copies of this pamphlet and particulars of the Liberal

Colonial Club can be obtained from the Secretary^ Siu

Alexander Lawrence, Bart., 3 King’s Bench Walk,

Temple^ London^ E.C.
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